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PREFACE 



During November 1953 the Secretary of the Navy issued an instruction 
concerning the establishment of comptroller organizations in Bureaus, Head- 
quarters, Offices and Field Activities of the Navy and Marine Corps. * This 
instruction set forth functional organization charts and an elaboration of 
the duties to be performed by comptroller organizations. 

In commenting on the role of comptrollership, the Secretary pointed 
out that most of the Comptroller functions were already being performed in 
varying degrees. However, under the concept of controllership, three new 
functional elements were being introduced: 

(1) . Emphasizing the constructive aspects of the reporting, analaysis 
and interpretative functions as distinct from the purely, recording 
function. 

(2) . Improving budget formulation and execution through the collection 
and utilization of accounting and program data at all organizational levels. 

(3) . Coordinating and integrating the several comptroller functions 
to provide concisely to the Commanding Officer the basic data essential 
for efficient, economical and effective management.^ 

The object of this paper is to examine the purpose and content of these 
new functions and to establish their role in the management process; to deter- 
mine the requisites necessary for a sound system of reporting and analysis and 
to compare the analytical and interpretative functions as they are employed by 
industry and the Navy in the budgetary process. 



^Office of the Secretary of the Navy, "Establishment of Comptroller 
Organizations in Bureaus, Offices, Headquarters and Field Activities of the 
Navy and Marine Corps," SecNav Instructio n 5400.4, 18 November, 1953, p. 1. 

2 Ibid. 
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For valuable help in gathering material on Navy systems and procedures, 
the writer is grateful to Commander W. B. Durant Jr. (SC) USN and Mr. ti. C. 
Moot, both of the Office of the Comptroller, Bureau of Supplies and Accounts. 



CHAPTER I 

OBJECTIVES OF PROGRESS REPORTING AND ANALYSIS 

Progress Reporting Defined . — Progress Reporting is defined as a means 
of measuring accomplishment against a chronological plan and focusing atten- 
tion upon significant deviations. It is considered the keystone of management 
control, i.e., the means of making certain that what was done is in accordance 
with that intended. In the words of Henri Fayol it "consists in verifying 
whether everything occurs in conformity with the plans adopted, the instruc- 
tions issued and the principles established. It has for object to point out 
weaknesses and errors in order to rectify them and prevent recurrence."* 

Management Objectives . — Progress reporting in business and in Navy 
pre-supposes the existence of organizational objectives and plans as the basis 
for effective management control. An organization, to achieve any degree of 
success, must establish the objectives or goals it desires to attain. It 
must look into the future and forecast the conditions and events that will in- 
fluence or effect realization of these objectives. It must develop definite 
plans of action for each organizational element and for the organization as 
a whole expressed in terms of the objectives and conditions forecast. It must 
control its operations in accordance with the plans scheduled and to this end, 
it must appraise performance as the plan operated and initiate corrective action 
required. 

* Henri Fayol, General and Industrial Management (New York: Putnam 

Publishing Corporation, 1949), p. 107. 
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Reporting Principles . --To control operations in line with plans, 
progress reporting pre-supposes a set of reporting systems developed on sound 
underlying principles. 

The first of these principles provides that progress reporting must 
reflect variations in performance from plan and point up the organizational 
element responsible. Urwick terms this the "Principle of Uniformity," i.e., 

"all figures and reports used for purposes of control must be in terms of the 

organization structure. No person's effort should be expressed in any figures 

2 

which he is not in a position to influence. 

Progress reporting also pre-supposes the existence of standards. This 
is termed by Urwick as "The Principle of Comparison," i.e., "all figures and 
reports used for the purposes of control should be in terras of standards of 
performance required and where necessary of past performance." 0 Reports 
which are set against a background of pre-planned performance indicate to 
management at once, when its objectives and plans are not being realized. 

Progress reporting, to be effective, must also be based upon "the 
Exception Principle." Frederick W. Taylor describes this principle in the 
following words: 

It is not an uncommon sight though a sad one, to see the manager of a 
large business fairly swamped at his desk with an ocean of letters and 
reports, on each of which he thinks he should put his initial or stamp. 

He feels that by having this mass of detail pass over his desk he is 
keeping in close touch with the entire business. The exception principle 
is the reverse of this. Under it the manager should receive only condensed, 
summarized and invariably comparative reports, covering, however, all of 
the elements entering into the management, and even these summaries should 
all be gone over by an assistant before they reach the manager, and have 
all of the exceptions to the past overages or to the standards pointed out. 



o 

^Urwick, The Elements of Administration (New York and London: Harper 

and Brothers Publishers, 1943), p. 107. 
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both the especially good and the especially bad exceptions, thus jiving 
him in a few minutes a full view of progress which is being made, or the 

reverse, and leaving him free to consider the broader lines of policy . . 

"4 
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The fourth and final principle is "the Principle of Utility," i.e., 
"Figures and reports used for purposes of control vary in value directly with 
the appropriateness of the period covered to the end in yiew and to the time 
separating the end of the period covered from their use."'-* Thus, for manage- 
ment to control, care must be exercised in determining whether reporting 
should be on a daily, weekly, monthly, or other basis and that submission dates 
are timely. Reports that are too long delayed or are made too infrequently 
lose validity and effectiveness. 

Span of Progress Reporting . — Progress reporting, to be complete, must 
also relate physical accomplishment to the utilization of resources. It must 
relate total dollar costs and unit costs. It must relate costs in terms of 
manpower and material utilization and any other element entering into cost 
composition. It must also relate the effectiveness of facilities and equip- 
ment utilization. Finally, progress reporting must relate total program 
accomplishment and effectiveness to total program costs. 

Progress reporting must, in addition, provide a factual basis for 
forecasting and developing plans for the period ahead. Urwick terms this "the 
most arresting single fact about modern ideas of administration — that control 
is a continuing activity. The various aspects which Fayol has analyzed, if 
arranged in order of time, make the segments of a complete circle. Forecastinj 
leads to Planning. The next operation is Organizing, which issues in Co-ordi- 

i 

4 

Frederick W. Taylor, Shop Management (New York and London: Harper 

and Brothers Publishers, 1911), p. 126. 

5 

Urwick, op. cit ., p. 108. 









, 



i * Ml 1 1 I • 

1 V^4 Im * - 






• i. 4i' >tr j Uy t u il ■ uQ 

U» «t« 4 " 

« I »+J * #| i^Ti 141 » fTtt * fi I I «pii fi n di 

... . > *#. . * 

, 

, , , 

•wi 

, < » » 

. 

i e * 

■ i 

. • . • 

. 

. 

- ♦ 

i <• p* jhmb i« * f*n ♦ I4TTT9 <■ ■ » 

t i 4 . ■ • * p ♦ .* * M I I • *• > • t • / 

, 




. I , 



mmli&f* * <o* 



* 



• • 






4 

nation. Then comes Command and, finally. Control, next to Forecasting again, 
and appropriately next to it, since much of the material thrown up by a 
modern system of Control is as valuable for looking forward as for reviewing 
the past." y 

Design for Progress Reporting . — Progress reports must be designed for 
the individual responsible for the accomplishment of the job. Management plans 
are made effective through the delegation of authority and assignment of 
responsibility to the individuals directing the various elements of the organi- 
zation. Management control is based on the knowledge of how well these re- 
sponsibilities are being carried out — "the principle of uniformity." Hence, 
progress reporting must serve the individual manager and cover the specific 
segment of organization for which he is responsible. In so doing, progress 
reports must follow the structure of the organization, providing overall 
results in broad terms to the top level of management and becoming increasedly 
detailed as they move down the organization scale. 

Organization for Reporting and Control . —Progress reporting is best 
done by a staff organization which can pull together objectively the necessary 
elements of plan, workload, manpower and cost. Lamperti and Thurston point 
out that "no company, small or otherwise, can exist without some form of 
planning, forecasting, accounting, statistics, reports, management research 
(special investigations), appraisal audits, internal control, organization 

7 

and basic company policies." To perform these functions, Lamperti and 
Thurston recommend the establishment of a staff "control unit," which they 
describe in the following words: 

^Urwick, op. cit ., p. 102. 

7 

F. A. Lamperti and J. B. Thurston, Internal Auditing for Management 
(New York: Prentice-Hall Inc., 1953), p. 93. 
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The Control Unit is new as a separate important top management tool. 

It is the latest step in the evolution of managerial controls. It is 
simply the gathering of all these activities into one coordinated unit 
under the supervision of a top executive. This places new emphasis on 
these functions, acknowledges their importance, and usually results in 
substantial economies in the costs of effecting proper control of the 
business. Duplication of effort, work at cross purposes, over-emphasis 
on the importance of one function at the expense of another are eliminated. 
Erroneous interpretations or lack of unity of purpose, which can happen 
unintentionally when two people examine the same situation independently, 
are eliminated. The whole flow and channeling of control data from source 
to directive action is coordinated under uniform guidance and without 
extraneous motion.^ 

This coordinated staff service is termed by the Secretary of the Navy 
to be Comptrollership. In defining this function, the Secretary specified 
that : 

The Comptroller must provide technical guidance and direction to the 
conduct of specific fact-collective systems in the areas of budget formu- 
lation and execution, program analysis, accounting and progress reports 
and statistics. The fully coordinated staff service provided by the 
comptroller should relieve the commanding officer of much of the burden 
of detailed fact collection, coordination and analysis. When properly 
performed, comptrollership will enable the Commanding Officer to spend 
more of his time in the areas of policy formulation, decision, and pro- 
gram direction. 

Responsibilities of Progress Reporting and Comptrollership . — Progress 
reporting for management control must relate essential facts to each step of 
the executive process. It must state the objectives of the organization in 
quantitative and qualitative terms and report the degree of attainment. It 
must state the planning factors and report operating experience to validate 
or cause modifications of forecasts and plans. It must state operating plans 
and report progress against plan. Finally, it must note deviations from 
plans as a basis for management action. In all of these activities, progress 
reporting, together with analysis and interpretation, supplies management 



8 Ibid . . p. 95. 
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SecNavInst. 5400.4., op. cit ., p. 3. 
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